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OATH OR AFFIRMAtION

Kevin Greene CEO swear or affirm that to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining tp the firm of Douglas Financial LLC

Company as of December 31 2012 are true and correct further swear or affirm that neither the

Company nor any partner proprietor principal officer or diector has any proprietary interest in any

account classified solely as that of customer except as follows

My
______ Kevin reene CE

Sworn and subscribed to before me this dayof frkLt ry 20 /3
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for Brokers and Dealers Pursuant to Rule 5c3-3 under the

Securities Exchange Act of 1934 not applicable

Reconciliation including Appropriate Explanations of the Computation of Net Capital

Under Rule 15c3-1 and the Computation for Determination of the Reserve Requirements

Under Rule 15c3-3 not required

Reconciliation Between the Audited and Unaudited Consolidated Statements of

Financial Condition With Respect to Methods of Conslidation not applicable
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of

Douglas Financial LLC

Report on the Financial Statements

We have audited the accompanying balance sheet of Douglas Financial LLC the Company as

of December 31 2012 and the related statements of income changes in members equity and

cash flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements

in accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of fmancial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the fmancial statemnts are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedres selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the fmancial

statements whether due to fraud or error In making those risk assessments the auditor considers

internal control relevant to the Companys preparatiob and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion An audit a1s includes evaluating the appropriateness

of accounting policies used and the reasonableness of ignificant accounting estimates made by

management as well as evaluating the overall presentation of the fmancial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Registered with the Public Company Accounting Oversight Board

Member of the American Institute of Certified Public Accountants



Opinion

In our opinion the fmancial statements referred to aboe present fairly in all material respects

the financial position of Douglas Financial LLC as of becember 31 2012 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles

generally accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of fonning an opinion on the financial statements as

whole The information contained on page is presented for purposes of additional analysis and

is not required part of the fmancial statements but supplementary information required by

Rule 7a-5 under the Securities Exchange Act of 1934 Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other

records used to prepare the financial statements The information on page has been subjected to

the auditing procedures applied in the audit of the fthancial statements and certain additional

procedures including comparing and reconciling such information directly to the underlying

accounting and other records used to prepare the financial statements or to the fmancial

statements themselves and other additional procedures in accordance with auditing standards

generally accepted in the United States of America In our opinion the information on page is

fairly stated in all material respects in relation to the fmancial statements as whole

VBT CERTIFIED PUBLIC ACCOUNTANTS PLLC

New York NY
February 22 2013

Registered with the Public Company AccQunting Oversight Board

Member of the American Institute of Cerdfied Public Accountants



DOUGLAS FINANCIAL LLC

BALANCE SHEET

DECEMBER 31 O12

ASSETS

Cash

Prepaid expense

Total Assets

LIABILITIES AND MEMBERS EQUITY

Accounts payable and accrued expenses

Total Liabilities

Contingencies

Members equity

Total Liabilities and Members Equity

72326

15180

87506

31204

31204

56302

87506

See Independent Accountants Report and Accompanying Notes



DOUGLAS FINANCIAL LLC
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2012

Revenues

Financial advisory services 3272135

Total Revenues 3272135

Costs and Expenses

Commissons and fees 2513628

Members compensation 372000

Professional fees 68630

Regulatory fees 21567

Communication 5174

Rent 34285

SIPC 8107

NYC tax 22622

Office 33697

Total Costs and Expenses 3079710

Net Income 192425

See Independent Accountants Report a1d Accompanying Notes



DOUGLAS FINANCIAL LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2012

Cash Flows From Operating Activities

Net Income 192425

Adjustment to reconcile net income to

net cash provided by operating activities

Decrease in other receivable 105497

Increase in prepaid expense 1575
Increase in accounts payable and accrued expenses 2709

Net Cash Provided By Operating Activities 299056

Cash Flows From Investing Activities

Cash Flows From Financing Activities

Members distributions 273287

Net Cash Used By Financing Activities 273287

Net Increase In Cash 25769

Cash at beginning of the year 46557

Cash at end of the year 72326

See Independent Accountants Report and Accompanying Notes



DOUGLAS FINANCIAL LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY
FOR THE YEAR ENDED DECEMBER 31 2012

Total

Balance January 2012

Members Distribution

Net Income

Balance December 31 2012

Members Equity

137164

273287

192425

56302

See Independent Accountants Report arid Accompanying Notes



DOUGLAS FINANCIAL L.L.C

NOTES TO FINANCIAL SATEMENTS
DECEMBER 31 2012

ORGANIZATION AND NATURE OF BUSINESS

Douglas Financial L.L.C the Company was formed on October 10 2001 in the State of

New Jersey as broker-dealer in securities transactions under the Securities Exchange Act

of 1934 The Company is member of the Financial Industry Regulatory Authority

FINRA and the Securities Investor Protection Corporation

The Companys income is derived from fees earned by raising money from entities and

individuals for placement with money managers and investing by professional managers

with whom the Company has agreements The Company also receives fees from

individuals acting as registered representatives
of the firm

The Company acts as broker-dealer and is exempt from Securities and Exchange

Commission Rule 15c3-3 under paragraph k2i The Company is not required to have

any arrangement with clearing broker

SIGNIFICANT ACCOUNTING POLICIES

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid debt instruments purchased with maturity of

three months or less to be cash equivalents The carrying amount reported in the balance

sheet for cash and cash equivalents approximates its fair market value

ACCRUAL BASIS OF ACCOUNTING

The Companys financial statements are prepared using the accrual method of

accounting The Companys year end is December 31

REVENUES

The Company records income from investment banking and service fees as earned

generally upon closing of transaction

INCOME TAXES

The Company is limited liability Company taxed as partnership and the

accompanying financial statements do not include any provision for federal or state

income taxes The Company is responsible for local unincorporated business tax on

income which is calculated at the statutory rate



DOUGLAS FINANCIAL L.L.C

NOTES TO FINANCIAL StATEMENTS
DECEMBER 31 2012

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities at the date of the fmancial statements and the

reported amounts of revenues and expenses during the reporting period Actual results

could differ from those estimates

NET CAPITAL

The Company is member of the FINRA and subject to the Securities and Exchange

Commissions Uniform Net Capital Rule Rule 5c3- which requires the maintenance

of minimum net capital of $5000 and requires that the ratio of aggregate indebtedness to

net capital both as defined not exceed 15 to At December 31 2012 the Company had

net capital of $41122 which was $36122 in excess of the FINRA minimum capital

requirement



DOUGLAS FINANCIAL LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANCE COMMISSION
DECEMBER 31 2012

NET CAPITAL

Total members equity 56302

Deductions and/or charges

Non-allowable assets

Prepaid expense 15180

Net capital before haircuts on securities positions 41122

Haircuts on securities positions

Undue concentration

Net Capital 41122

AGGREGATE INDEBTEDNESS

Items included in the statement of financial condition

Accounts payable and accrued expenses 31204

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required 6-2/3% of aggregate indebtedness 2080

Minimum net capital required 5000

Excess net capital 36122

Net capital less greater of 10% of total Al or 120% of minimum net capital 35122

Percentage of aggregate indebtedness to net capital is 76%

The difference between the computation of net capital as computed above and as reported by the

Company in Part IIA of Form X-17a-5 as of December 31 2012 is attributable to the following

Net capital was report by Company 33376

Adjustment of accounts payable 7746

Net capital per audited report 41122
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Independent Accountants Report on Applying Agreed-Upon

Procedures Related to an Entitys SIPC Assessment Reconciliation

To the Members of

Douglas Financial LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the year ended December 31 2012 which

were agreed to by Douglas Financial LLC and the Securities and Exchange Commission

Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating Douglas Financial LLCs compliance with the applicable

instructions of the Transitional Assessment Reconciliation Form SIPC-7 Douglas Financial

LLCs management is responsible for the Douglas Financial LLCs compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with

attestation standards established by the American Institute of Certified Public Accountants The

sufficiency of these procedures is solely the responsibility of those parties specified in

this report Consequently we make no representation regarding the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any other

purpose The procedures we performed and our fmdings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December

31 2012 as applicable with the amounts reported in Form SIPC-7 for the year ended December

31 2012 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in FormSIPC-7 and in the

related schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC-7 on which it was originally computed noting no differences

Registered with the Public Company Accounting Oversight Board

Member American Institute of Certified Public Accountants

10



We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we perfonned additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

VBT CERTIFIED PUBLIC ACCOUNTANTS PLLC

New York NY
February 22 2013

Registered with the Public Company Accounting Oversight Board

Member American Institute of Certified Public Accountants
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
INTERNAL ACCOUNTING CONTROL REOUIRED BY SEC RULE 17a-5

To the Members of

Douglas Financial LLC

In planning and performing our audit of the fmancial statements of Douglas Financial LLC the

Company as of and for the year ended December 31 2012 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the fmancial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 7a-5g of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under Rule 7a-3 11 and for determining compliance with the exemptive provisions of Rule

15c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously mentioned objectives Two of the objectives of internal control and

Registered with the Public Company Accounting Oversight Board

Member of the American Institute of Certified Public Accountants
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the practices
and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactiQns are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC the Financial Industry Regulatory Authority ard other regulatory agencies that rely on

Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these

specified parties

VBT CERTIFZED PUBLIC ACCOUNTANTS PLLC

New York NY
February 22 2013

Registered with the Public Company Accunting Oversight Board

Member of the American Institute of Certified Public Accountants
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